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Federal Certifications 

 

Self-Certifications 

 Small Business (13cfr121) 

 Small Disadvantage Business (13cfr124.1000) 

 Service Disabled Veteran-Owned Small Business   

 (13cfr125.8) 

 Woman-Owned Small Business (13cfr127) 

 

Formal Certification Programs 

 8(a) Business Development (13cfr124) 

 HUBZone (13cfr126) 



What is the 8(a) Business 

Development Program? 



8(a)BD Program Objectives  
 (Sec. 204 of Public Law 100-656) 

üñto promote the business development of small 

business concerns owned and controlled by socially 

and economically disadvantaged individualséò 

 

üñto promote the competitive viability of such 

concernséò 

 

üñto clarify and expand the program for procurement by 

the United Stateséò 



START = date of approval 

   Year 1 
  2    developmental 
  3            stage  
  4    
 
   Year 5 
  6    transitional 
  7          stage 
  8     
  9 
 Continuation in the program is dependent on the firmôs continuing 

eligibility as a socially and economically disadvantaged 
owned/operated firm and continued compliance with the 8(a)BD 
participation agreement. 

 
*Exception: military reservists who are called to active duty may 

suspend their participation in the program under certain 
circumstances. 

Term of Participation 



What is the Small 

Disadvantaged  Business 

(SDB) Program? 

 

13cfr124.1000 



The SDB program provides benefits in Federal procurements through 
incentives for SDBs, Federal agencies and prime contractors. 

 
Subcontract Benefit: 
üEvaluation Factor where qualified prime contractors can receive a 

credit when using SDBs as subcontractors (13 CFR §125.3) 
üSmall businesses won approximately $67 billion in FY07 as 

subcontractors. 
üPrime contractors will rely on self-certification of SDB status.  

Protests and appeals will come to the SBA. 
 
Prime Contract Benefit: 
üPrice Evaluation Adjustment where qualified SDBs receive an 

adjustment of up to 10% on price on certain Federal procurements. 
üProcuring agency responsible for certification ï not the SBA.  SBA 

will continue to oversee protests and appeals. 
üCurrently, only the Coast Guard and NASA are free to utilize this 

benefit. 
üThese incentives do not apply to 8(a) and small business set 

asides. 

Program Summary 



SDB Certification Qualifications  

üAny firm certified as an 8(a) firm by the SBA is an SDB. 

üAny firm ñcertified by the SBA as an SDB within three 
years of the date it seeks to certify as an SDB.ò 

üAny firm ñreceived certification from the procuring 
agency that it qualifies as an SDB.ò 

üAny firm that has ñsubmitted an application for SDB 
certification to the procuring agency and must not have 
received a negative determination regarding that 
application.ò 

üSelf-certification: ñFor subcontracts, the rule permits a 
firm to represent that it qualifies as an SDB if it believes 
in good faith that it is owned and controlled by one or 
more socially and economically disadvantaged 
individuals.ò 

 



Eligibility Criteria 

13cfr124 



Eligibility Criteria Common to 

 8(a) and SDB 

üSocial Disadvantage  13cfr124.103 

 

üEconomic Disadvantage [with different net worth 
thresholds]   13cfr124.104 

 

üOwnership   13cfr124.105 

 

üControl and Management  13cfr124.106 

 

üSize  13cfr121 

 

üSpecial Ownership:  ANC, Native American, Hawaiian, 
CDC  13cfr124.109 - 111 



Social Disadvantage 

13cfr124.103 



Socially disadvantaged individuals are 

persons who have been subjected to racial or 

ethnic prejudice or cultural bias because of 

their identities as members of groups, without 

regard to individual qualities. 



Individuals are presumed to be socially disadvantaged if 
they are a U.S. Citizen and a member of one of the 
following groups: 

üBlack American 

üAsian Pacific American 

üHispanic American (includes individuals of Spanish & 

Portuguese descent). 

üNative American 

üSubcontinent Asian American 



Persons not members of designated 

groups must: 

üEstablish their case by a preponderance of the 
evidence; 

 

üThe disadvantage may stem from race, ethnic 
origin, gender, physical handicap, long term 
environmental isolation, or other similar causes; 

 

üThe applicant must have personally suffered 
disadvantage in the United States; 

 

üThe disadvantage must be chronic & 
substantial; 

 

üThe discrimination must have negatively 
impacted on business advancement. 



What is ñPreponderanceò? 

 Generally, preponderance is evidence of a quality and 

quantity which leads the decision maker to objectively 

conclude that the existence or truth of the facts 

asserted is more probable than not. 



Types of Evidence for Preponderance (1) 

ü Court or Administrative findings of discrimination. 

 

ü Statements made under oath to an investigator, in court or in an 
administrative proceeding. 

 

ü Affidavits or sworn statements by the individual claiming 
disadvantage. 

 

ü Affidavits or sworn statements by  independent third parties. 



Types of Evidence for Preponderance (2) 

ü Documentary evidence which corroborates or supports assertions 
made by an applicant such as: 

ï  Personnel Records 

ï  Payroll Records 

ï  Rejection letters on job applications. 

ï  Denials of credit applications. 

ï  Financial statements. 

ï  Documents relating to rejected contract offers, i.e., bid abstracts, 

solicitations. 

ï  Contemporaneous records memorializing meetings, 

conversations, negotiations, telephone calls, etc. 

ï  Documents setting forth company policy(ies) which are alleged to 

be discriminatory. 

 

 

 



Types of Evidence for Preponderance (3) 

 Evidence which tends to show generalized patterns of 

discrimination against a nondesignated group or statistical 

data showing that businesses owned by a specific 

nondesignated group are disproportionately 

underrepresented in a particular industry may be used to 

augment an individualôs case.  Statistics and generalized 

patterns are not sufficient by themselves to establish a case 

of individual social disadvantage.  However, an individualôs 

statement of personal experiences in combination with the 

generalized evidence may be sufficient to demonstrate 

social disadvantage. 



Types of Evidence for Preponderance (4) 

 SBA will consider any relevant evidence in assessing a 

claim of social disadvantage.  In every case, however, SBA 

will consider the experiences of the individual, where 

applicable, in education, employment and business history 

to see if the totality of the circumstances shows 

disadvantage in entering into or advancing in the business 

world.   Evidence relating to all three areas should be 

addressed, if applicable to the individualôs case and each 

circumstance should demonstrate how it has affected the 

individualôs entrance into and advancement in the business 

world.  The failure to establish disadvantage in any one or 

two areas does not prevent an individual from meeting the 

negative impact requirement as long as the totality of the 

circumstances experienced by the individual demonstrates 

such disadvantage. 



Economic Disadvantage 

13cfr124.104 



Economically disadvantaged 

individuals are socially disadvantaged 

individuals whose ability to compete in 

the free enterprise system has been 

impaired due to diminished capital and 

credit. 



Net worth criterion: 

After excluding the individualôs equity in the firm and 

equity in the primary residence, net worth may not 

exceed  

 

$250,000.00 for 8(a)  

  OR 

  $750,000 for SDB 

 NET WORTH 

less equity in primary residence 

less equity in business  

 equals adjusted net worth           
     



 

Supplemental Definitions 
 ÅPersonal Income: cannot exceed an average of 

$250,000 over the previous three years 

ÅTotal Assets: cannot exceed $4 million 

 
Exceptions 
ÅRetirement Accounts: will be excluded from 

adjusted net worth if unavailable until retirement age 

without a significant penalty (must provide 

documentation) 

ÅPersonal income received from the company to pay 

corporate taxes or that was reinvested in the firm will 

not be counted (must provide documentation) 



 

Spousal Determination 

ÅSpouseôs financial situation will be considered if: 

ÅHas a role in the business 

ÅHas lent money to, provided credit support to, or 

guaranteed a loan of the business 

 

Under all circumstances ï spouse must provide 

personal financial statement to SBA 

Å50% of joint assets and joint liabilities on each 



Ownership 

13cfr124.105 



üAt least 51% unconditional ownership by the 

disadvantaged individual(s). 

 

üPartnerships:   Agreements must reflect 

unconditional ownership. 

 

üLimited Liability Company:  Disadvantaged 

individuals must own at least 51% of each 

class of member interest. 



üCorporations: 

 

ïDisadvantaged individuals must own at 

least 51% of each class of voting stock and 

at least 51% of all outstanding stock. 

 

ïStock option plans for nondisadvantaged 

individuals will be viewed as if they have 

been exercised. 



Control & Management 

13cfr124.106 



üPartnerships:   Agreements must reflect 

unconditional management by disadvantaged 

partner(s). 

 

 

üLimited Liability Company:  One or more 

disadvantaged individuals must serve as 

management members with unconditional control. 



Corporations:  How control is established. 

 

 

A. Disadvantaged directors of the board must control 
the board by actual number of votes and must be 
able to establish a quorum without the presence of 
nondisadvantaged directors. 

 

OR 

 



B. Control without considering the board of directors : 

 

1. A single disadvantaged individual owns 100% of the voting stock. 

 

2. A single disadvantaged individual owns at least 51% of the voting stock, is 
on the board of directors and no super majority* voting requirements exist.  
If a super majority* requirement exists, the disadvantaged individual must 
own at least the percentage of voting stock necessary to overcome any 
super majority* requirements. 

 
3. If more than one disadvantaged individual, each disadvantaged individual 

is on the Board of Director and together own at least 51% of the voting 
stock and no super majority* voting requirements exist, and there are 
enforceable agreements of the shareholders permitting one of them to vote 
all stock as a block without a shareholders meeting.  If a super majority* 
requirement exists, the disadvantaged individuals must own at least the 
percentage of voting stock necessary to overcome any super majority* 
requirements. 

 
* A super majority is a percentage of votes required by shareholders to make 

decisions on behalf of the concern.  For example, if a 2/3 vote is required to 
approve a bylaw change, disadvantaged individuals must have at least 2/3 
of the votes necessary to control the concern. 



What constitutes Control? 

13cfr124.106 



A Disadvantaged Individual Must: 



Do you control the 

Operations? 

13cfr124.106 



Tests: 

üDoes a disadvantaged individual or individuals devote 

full-time to the business? 

üDo you have sufficient managerial experience to run 

the concern? 

üDo you have ultimate managerial control over 

individuals with technical expertise and/or critical 

licenses? 



Do Non-disadvantaged 

Individuals have the 

Ability to Control your 

Firm? 

13cfr124.106 



ü Do contractual arrangements exists that allow a 
nondisadvantaged individual to control the firm? 

 

ü Is the nondisadvantaged individual a previous employer or 
supervisor? 

 

ü Does a nondisadvantaged individual: 

Á hold the critical license and have an equity interest in 
the applicant concern 

Á provide the necessary licenses or bonding  

Á have unlimited access to the business bank accounts 

Á provide critical financing 

Á control through business loan arrangements 

Á receive excessive compensation. 

Tests: 



Size 

13cfr121 


